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GEBILEL5Q-BAIL 
Dmar Appl icant : 

Wm havm considmred your appl qcatiok for  rmcagnS ti on oC mxmmpt ion 
undmr section 5 0 1 ( c ) ( 7 )  of thm Intmrnsl Rmvenum Codm. 

Tho mvidmnce prasmnted disclosad that you ware incorporatmd on 
   undmr Tho Not-For-Profit Corporation Law in 

tho State . 

Tho pbrposes for whSch t h r  corporation was forrnmd are a s  
fof lows: 
"ConstructSng. owning. opmrating, malntainfng, controlling, 
:masing. buying, smlling o r  othmr wirm acquiring and conducting 
golf ooursos or golf alubs t o ~ m t h m r  with all typos of rmlatmd 
facllitims, such as lockmr rooms and garagas connoctmd 
therewith; and conducting, operating and contro11Sng games, 
athlmtic events, mxh+bitionm. cliniow, tournaments or any 
smrvicma or activitior connaatmd wPth rha sport of golfr and 
providing educ.rtion, informat4on and training on tho sport of 
golf; and leasS'ng, opmrating,maintainlng and controlling a 
municipal golf courfle." 

a In conJuction with tha formgolng p y ~ p o m m s ,  owning, operating. 
managfng ahd carrying on rmstaurants, bars, snack bars and other 
mating and drinking facilitimm~ and proparing, rmlling, smrving 
and djspmnsing food and bavmragms, alcoholic and nonalaoholic." 

Tho information submittad wlth your Applicat~an 1024 indicates 
that your ectivfties includm opmrattng a public oightmmn holm 
golf aourse togmther wlth all the narrnal aotivitims aonnected 
thermwith, utjlizSng a PGA profaawional t o  rnanagm t h e  golf club, 
giva lmssonr. I-un programs, tournammnts and rmlatmd activitios. 
Tho Snformation oubmittmd also atatar that your golf club wi7l 
provfde arnmnitims t o  mmmbmrs and tho gmnaral public such am 
food, bevmrages, lockmrn, etc. To providm eduoatqon and golf 
programs at many levels of compmcmnaa and ago groups. Tho 
organizatSon's sources of recmYpts arm from mmrnbership durn., 
grmon fmes, and mernbsrship contributions. 



SOL q 501(c)(7) o f  t h o  Cod. providmm cbxmmptfon t o  c lub8 
organized f o r  plmasure, rmcrest ion.  and othmr nonoro3 tab lm 
purposes, s u b s t a n t i a l l y  a11 o f  the  a c t l v l t ~ m s  a f  which arm t o r  
such purposes and no p a r t  o f  the  not  m a r n l ~ g s  o f  which 4nurss t o  
t h o  b c n e f i t  o f  any p r i v a t e  shdrmholdor. I n  gonmral, t h i s  
oxmmption oxtmnds t o  moalal and rec roa r ion  c lubs  whlch arm 
sr pportod molmly by mmmbmrrhip f mms, dums, and assmsammnts . 
Howmver, a  c l u b  otherwimm m n t i t l o d  t o  mxernptinn w i l l  n o t  ba 
d i s q u a l l f i o d  bocsuro f t  r a l r a s  rovsnum f r o *  mmmbars t h r o u ~ h  thm 
use of c l u b  f a c l l I t i u s  o r  I n  connactlan w i t h  c l u b  ac t l v i t *mm.  

Pub l i c  Law 90-668  amended I R C  5 0 1  t o  rmf lmct a  two fo ld  change 
under I R C  5 0 1 ( c ) ( l ) .  F i r e t ,  I t  makes I t  clm.~r t b a t  a  s o c l a l  
c l u b  may rece i ve  pome invortmmnt lncomo wi thout  l o n l n g  i t s  
exempt s t a t u s .  Sacond, I t  permlto a h igher 1mvm1 o f  income f rom 
nonmember use of c l u b  f a c i 1 l t l m o  than was p r m v t ~ , ~ s : y  nllawmd. 

I n  add f t l on ,  Pub l j c  Law 94-568 definms gross rmcmipts as thosm 
r e c a l p t s  from normal and usual  a c t i v i t i e s  o f  u c l u b  i n c l u d i n g  
charges, admiseions, momborshlp foes ,  due++, assoasm~nta,  
investment lncomm, and normal rmcunrfng c a p l t a l  gayns on 
invrstments,  bu t  mxcluding i r ~ l t i a t i o n  fmes and caw i ra l  
con t r>bu t i ona .  Pub l i c  Law 9 4 - 5 6 8  o ' r o  utat8.p t h a r  i t  i s  
intendad t h a t  soc fa l  c lubs should be psrml t ted  t o  - u c a ~ v a  up t o  
3 5  percent o f  tha4r g ~ ~ o t s  rece ip t s ,  i r c l u d i n g  invsvtment Incomm, 
from sourcaa ou ts ide  o f  the4r memle r~h ip  wj thout 'ns ing t h w l r  
exempt s t a t u s .  Wi th in  t h i s  3 5  percent amount, no: mo-ta t : ~ n  IS 
percent of t h e  gl-oms raco ip t s  should bm ds r i vsd  f r o m  t he  use 09 
ttre s o c i a l  c l ub '=  ? e a i l i t i m s  or  serv ices by  thm gcsnercrl pub1:c. 
Thiis a s o c i a l  c l u b  may reco ive  investment fncome u p  t o  thn f u l :  
3 5  per-cent amount of  gross rmcmlptr,. If a c l u b  r n c r * ~ v o s  u n u s u ~ l  
amounts of lncomm, auah as from ths s a l e  of 4 ts  clubhousm o r  
s imdlar  f a c i l i t y ,  t h a t  inoomm l a  not t o  be fncludsd fn t h o  35 
ptarcent f o r r n ~ ~ l a a  t h a t  i s ,  unusual incoma f o  not  t n  be tncludmd 
i n  t h e  gross rmceipts o f  thm c lub .  

k ~ v e n u s  Rul ing 68-149, 1966-1  C . 0 .  146 holds t h a t  s n o c f a l  c l u b  
l a  not  mxmmpt from Fodm~al  fncomm tan a t  an  o rgnn lza t i on  
described i n  smctlon 601(c)(7) of +hm Code where i t  r e g u l a r l y  
debrives a  nubmtant la l  p a r t  of 4 t e p  i n c o m e  from rionmembsr sourcms 
such a s ,  f o r  examplo, dlvidmnds and i n t a r e s t  on invsstmmnts 
which i t  owns. Howevor, s c l u b ' s  r f z h t  t a  cxeapt ion under 
s s c t i o n  501(c)(7) o f  t he  Codo i s  nut  sffmctsd by the  f .~c t  t h a t  
f o r  a r e l a t i v m l y  shor t  per iod  a r u b a t s n t l a l  p a r t  o f  i t s  i n c o m e  
i s  derivmd from invmstmmnt o f  the  procmedr o f  t h e  sals o f  i t s  
former clubhouse pmndlng thm a c q u i s i t i o n  o f  a  new home f o r  the 
c lub .  

I n  Revenue Rul lng 69-219, 1969-1 C . B .  1 5 3 ,  axmrnption car danimd 
t o  a  s o c l a l  c l u b  t h a t  r o g u l s r l y  holds i t s  golf course open t o  
the  general p u b l i c ,  charging mstabliuhea grcen fuss t h a t  a r e  
used f o r  malntanancr nnd improvamsnt of c l u b  f e c i l f t i e s .  



L i k e  t h e  o r g a n i z a t i o n  desc r ibed  i n  revenue k u l i n g  69-219, t h i s  
o r g a n i z a t i o n  I - o g u l n r l y  ho lds  i t s  g o l f  course open t o  t h e  gmnmrsl 
p u b l i c .  Tharefore ,  w e  have determined t h a t  you arm n o t  
opmrat lng exc lus5ve l y  f o r  p l easu re  and r e c r e a t i o n  w l t h l n  t h e  
meanqng,of s e c t i o n  501(c ) (7 ) .  

P u b l i c  Law 94 -560  s t a t e s  t h a t  i t  i s  intmnded t h a t  s o c i a l  c l u b s  
shou ld  be pe rm i t t ed  t o  r o c e i v e  up t o  3 5  percent  o f  t h m q r  g ross  
r e c e i p t s ,  i n c l u d i n g  investment income, f rom sources outsqdm o f  
t h e * r  mmmbership w i t h o u t  l o s i n g  t h e j r  mnampt s t a t u s .  Withln 
t h r a  35 percen t  amount, n o t  mare than 15 percent  o f  t h o  g ross  
r e c e i p t s  ~ h o u l d  be d e r i v e d  from t h e  use o f  t h m  s o c i s l  c l u b ' s  
f a c j l  l t j e s  o r  s e r v i c e s  by cho  genera l  pub1 f c .  Th i s  o r g s n 4 z s t i o n  
regu;ar?y ho lds  i t s  go7f course open t o  t h e  genera? p u b l i c .  
Thars fo ra ,  we have determined t h a t  you a r e  n.-t o p s r a t i n g  
e x c l u s i v e l y  f o r  p leasure  and r e c r e a t i o n  w l t h l n  t h e  mmanfng of 
s e c t i o n  50'1 ( : ) (7) .  

Accord ing ly ,  w e  concludo t h a t  you 4 0  n o t  moet the, requ i rements  
f o r  exempt s t a t u s  under s e c ~ i o n  5C ( c ) ( 7 )  oF t h a  Code and 
propose t o  deny your request  f o r  exernpcion unde~r t h a t  s e c t i o n .  

Ws hove also det-erminoa t ~ h o t  you f a i l  t o  q u a l l f y  f o r  exempt 
s t a t u s  under any o t h e -  s i i h s e c t ; o n  of I R C  5 0 1 ( c j .  

You a r e  r e q u i r e d  to f i : ~  A t a x a b l e  r e t u r n  For-n 11'0 o r  l o d l  w f t h  
t h e  D i s t r i c t  D i r e c t o r k  o i  Interqa7 Kevenue Serv ice .  Plmase send 
t h e  r e t u r n  t o  the I r ~ t e r n a :  kr4venue Se rv l ce ,  7.0. Box 1 6 8 0 ,  
General Post 3ffice. B r o o k ? y n ,  NY 1 1 2 0 2 .  

I f  you do n o t  agree w i t h  t h ' c ;  d e t r r m i r a t i o n ,  you may rmquest a 
Conference r i  l . k ,  t .he k e g  1Oi7.9 1 Cj i :*e(:::.cr o f  Appoals by p r o t e s t ' n g  
i n  accordance ~ 5 t h  t h e  e n c : , ~ s e d  i n u t r u c t f o n q  w i t h i n  30  day*. 

Protern-ca -. l rbmit ted w h  i c k  clu r l a > t  c:~-;t.rain a1 7 t h e  documentat i o n  
-, 3 s t a t e d  i n  t h t  i n s t r x d c ~ :  :ans u I kt:? r.eturnad f o r  comp le t ion .  

I f  we do no t  hoar  'r.c;lr, Y i ) \ l  f i-  : .( i r i  t 1 1 d t  t. ime. t h i s  d e t e r m i n a t i o n  
w l l l  bmcsne f i n a ' .  

O i s t r i c t  O i r e c t a r  

Enc losurs :  Pub7 : cn t i o r r  ~ 3 3 2  




